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BEFORE THE TENNESSEE REGULATORY AUTHORITY s O « o
NASHVILLE, TENNESSEE <, s
I(\)\
January 21, 2005 ,% )
G
’ 7
IN RE: Application Jor Approval of the o ;
Transfer of Control of Cypress Communications
Operating Company, Inc. from Cypress ) Docket No. 04-00417
Communications Holding Co., Inc. To )

Techinvest Holding. Company, Inc. ' )

RESPONSE TO DATA REQUEST

Cypress  Communications Operating Company, Tnc. (“Cypress™) Cypress
Communications Holding Co., Inc. (“Cypress Holding™) and TechInvest Holding Company, Inc.
(“THC”) respectfully submit the following responses to the Data Request issued by the
Tennessee Regulatory Authority (“TRA”) onJ anuary 19, 2005.

1. Will Cypress Operating Company, Inc. ("Cypress™) continue to do busine\ss in

Tennessee under its present CCN? Will 1t continue to Operate under its current name?

S

Response: Yes. Cypress will continue to do business in Tennessee under its
present CCN and will continue to operate under its current name,
:
2. Provide a copy of Cypress's certification with the Tennessee Secretary of State.
Response: Appended hereto as Attachment | please find a copy of Cypress’s

certification with the Tennessee Secretary of State.

3. Has TechlInvest Holding Company, Inc. ("THC") filed a similar petition in the
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4.

Response: Yes, THC has filed a similar petition in other states in which Cypress
is authorized to provide telecommunications services. Specifically, the results of
the filings as of the date of this letter are as follows:

Notice filings in the following states have been made and are complete: Alabama,
Connecticut, District of Columbia, Georgia, Illinois, Kentucky, Massachusetts,
Michigan, Mississippi, Nevada, Oregon, South Carolina and Texas.

Notice filings in the follewing states have been made and are pending: Maryland.
The following states require approval and the status of the apphcatlons are as

follows:
California: pending, anticipated approval 3/17/05

. Colorado: to be resubmitted, anticipated approval in February

Delaware: approved, complete

Indiana: approved, complete

Louisiana: pending, anticipated approval in January
Minnesota: pending, anticipated approval in January
New Jersey: pending, anticipated approval 2/23/05

New York: pending, automatic approval expected 2/28/05
Ohio: approved, complete

Pennsylvanmia: approved, complete

Utah: pending, anticipated approval in January

Virginia: pending, anticipated approval in February

Was a similar petition filed with the FCC? What is the File No. or Docket No.

assigned by the FCC?

5.

transaction?

1020515 v1

Response: Yes, a similar petition was filed with the FCC. The domestic docket
number assigned is WC 04-418 and the international file number is ITC-T/C-

20041112-00448. ~

Will the assets of Cypress be encumbered in any manner by the transfer of control

Response: No, the assets of Cypress will not be encumbered by the transfer of

control transaction.
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6. The Application states on page seven that "Interesfcs in these Cayman Island
entities will be\ sold through a Shares Offering to non-U.\S. persons.” Please explain why this
transaction is so structured.

Response: FIIB's mission is to provide innovative and distiqcti've investment
opportunities that generate superior risk-adjusted returns. FIIB bridges investors
in the Middle East, a region with an overwhelming amount of the world's wealth
due to the Gulif's oil supply, with investment opportunities in the U.S. and Europe,
the world's two most active economies. Generally, FIIB establishes Cayman
Islands companies through which high net worth foreign individuals invest in
particular companies. The syndication to these individuals allows FIIB to reduce
its balance sheet exposure to any particular deal to approximately 15% to 20% of
the equity value. The investments made in the Cayman Islands companies
i

represent non-voting economic interests, with no ability to affect the day-to-day

operations of Cypress.

7. The Application states that voting stock of THC will be held by 15 Cayman Island
entities with each entity linited in percentage of voting interest to 6.67% of THC. The Cayman
Island entities then will be owned by 50 International Investors. Provide a complete organization
chart tracing all of the owners, investors, and chain of command at the conclusion of the
transaction. Please include Crescent in the chart.

Response: In their Application, the Parties described a proposed transfer of
control of Cypress from Cypress Holding Co., Inc. (“Cypress Holding”) to THC,
which would have an ownership structure such that no person would hold an

interest that would be sufficient to constitute a 10 percent or greater equity or
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8.

|
voting interest in Cypress post-close or confer the ability to control Cypress. As
3\

o

discussed in further detail in Attachment 2 hereto, THC has decided to change the

(’\

ownership of the voting stock of THC, and thus voting control over Cypress, post-
close. This minor amendment of a change in ownership structure does not change
the Parties’ proposal that THC will assume ultimate control over Cypress. As
discussed in the Application, the proposed transaction will result in a change in
the ultimate ownership of Cypress, but the management and operation of Cypress
will continue largely unchanged. Cypress will retain its authorization to provide
telecommunications services in Tennessee and will continue to provide service to
its existing customers in the same manner as it does today. Attachment 2 also
includes P|owerPoint slides from a presentation by Cypress to staff from the
Department of Homeland Security, Department of Justice, and the Federal Bureau
of Investigation. Included in the presentation is a chart tracing the owners,
investors and chain of command, including Crescent, at the conclusion of the
transaction.

1

Provide a projected balance sheet, income statement, and expected cash flow

statement of THC after 12 months of operations.

1020515 vl
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Response: Please see Attachment 3, which details Cypress’ financial support.
The financial information for FIIB is being provided 1n response to this request, as
THC is simply a holding company. The financial support for Cypress will come

from FIIB.

Provide expected date of actual consummation of the transaction.



10.

Response: As noted in the Application, the closing of the transaction is
contingent on receipt of the necessary regulatory approvals and the approval of
the shareholders of Cypress Holding, among other things. It is anticipated that the

transaction will be consummated in March 2005.

Cypress will become a direct, wholly owned subsidiary of THC which is currently

an indirect subsidiary of First Islamic Investment Bank, E.C. ("FIIB"). Will this remain true

after the transaction is consummated?

11.

completed?
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Response: As described in the Application, Cypress is a direct, wholly owned
subsidiary of Cypress Communications, Inc., which 1n turn, is a direct, wholly
oyvned subsidiary of Cypress Holding. Post-close, Cypress Holding will be a
direct, wholly owned subsidiary of THC. In other words, Cypress will become an
indirect, wholly owned subsidiary of THC, its ultimate corporate parent. THC
currently is an indirect subsidiary of FIIB and will remain an indirect subsidiary
of FIIB after the transaction is consummated, as FIIB will indirectly hold the
largest share (approximately 18.76%) of non-voting equity interests post-close,
FIIB employees will indirectly hold another 3.28% (through FIIP Limited), and '
another FIIB subsidiary, First Islamic Investment Management (“FIIM”), will
hold proxies to vote 100% of the voting stock in THC.

Will Crescent have any actual ownership of THC after the transaction is

Response: Crescent will not hold any ownership interests in THC after the

transaction is completed.
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12.

Confirm that all of the voting stock of THC will be held by the 15 Cayman Island

entities, but that FIIB will, within the revocable proxy issued to the 15 entities, be able to vote

the stock of THC and thus affect all major decisions that may or many not effect Cypress

Communications.

13.

Response: Please see the answer to Question No. 7 above. The new holders of
the voting stock of THC described in Attachment 2 hereto will hold all the voting
stock of THC, but they will each grant a revocable proxy to FIIM, a wholly-
owned, indirect subsidiary of FIIB, to vote the stock of THC and thus affect all
major decisions that may or may not affect Cypress.

Provide evidence of agreement that Cypress will still be under the regulati(;n of

the Tennessee Regulatory Authority in accordance to its customary statutes as it pertains to the

telecommunications industry in Tennessee.
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14.

Response: Since this is a stock transaction as opposed to an asset sale, the
transfer of control of Cypress will not result in a change of carrier for Cypress’
customers or any transfer of authorizations. Immediately following
consummation of the transaction, Cypress will continue to provide high-quality
communications services to its customers pursuant to its existing certificate. The
contact for Authority inquiries will remain the same. Thus, Cypress will still be
under the regulation of the Authority.

Will all assets in addition to the customers of Cypress be sold to THC?
Response: The transaction described in the Application for which approval is
sought is not an asset sale, but rather, a transfer of control. All Cypress customers
will remain customers of Cypress. As noted above, since this is a stock

transaction as opposed to an asset sale, the transfer of control of Cypress will not
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result in a change of carrier for Cypress’ customers or any transfer of

authorizations.

Respectfully submitted,

BOULT, CUMMINGS, CONNERS & BERRY, PLC

oy //M@r 7?/%%

Knsty R Godsey

1600 Division Street, Suite 700
P.O. Box 340025

Nashville, Tennessee 37203
(615) 252-2363
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ATTACHMENT 1
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T, __E_rgr,n 4044420193 _  Page, 1/3, Date 1/20/200531242PM -

— it —

Secretary of State : :
i i DATE; ©04/25/00 )
Corporations Section UKD NOMBER: 3891-0669
James K. Polk Building, Suite 1800 ‘l'h:EEPHONE CONTACT: &615& 71%;2236
FILE DATE/T1ME: 04/25/80 1435
Nashville, Tennessee 37243-0306 EFFECTIVE DATE/VIME; 94/25/0@ 1435
CONTROL NUMBER: 9385290

—

'1Q:
C ' CORP SYSYEM
1281 PEACHIREE

ATLANIA, GA 38361

RE:
CYPRESS COMMUNICATIONS OPERATING COMPANY, 1NC.
%ﬁbﬁk&%&)ﬂ FOR CERTIFICATE OF AUTHORLITY -

WELCOME 10 THE STATE OF 'LENNESSEK. UHE ATTACHED CERIULELCATE OF
AUTHORITY HAS BEEN FLLKD WLITH AN EFFECULVE DATE AS IND1CATED ABOVE.

A CORPOKATION ANNUAL REPORT MUST BK FLLED WiLH THE SECRETARY OF STATE |

ON OR BEFORK 1HE PLRST DAYE OF IHE FOURTH MONTH FOLLOWING THE CLOSE OF THE
CORPORATLION'S FISUCAL YFAR. PLEASE PROVIDE THIS OFFICE WLYH WRITTEN -
ROT1FLCATION OF 'IHR CORPORATION'S FISCAL YEAR. WH1S OFFICE WILL MALL THN
REPORT DUKING TH LAST MONTH OF SAID FLSCAL YEAR TO ‘fHE CORPORATION AT THE
ADDRESS OF 115 PRINCLIPAL OFFICE OR TO A MAILING ADDRESS PROVIDED TO THIS
OFFLICE LN WRITING, FAILURE TO FILE YHIS REBORT OR PO MAINTAIN A REGLSIERED
AUKNT AND OFWFICE WILL SUBJECT T'HE CORPORATION TO ADMINISTRATIVE REVOCATION
OF 1718 CERITIFICATE OF AUTHORITY.

WHEN CORRKSPONDLNG WITH THLIS OFFICE OR SUBMLITING DOCUMENTS FOR
FILING, PLEASKE RIFER TO THE CORPORATION CONTRCL NUMBER GLVEN ABOVE.

YOR: AUPLLCATLON FOR CERTIFLCATE OF AUTHORITY — ON DATE: ©4/25/00

FOR PROFLT

FROM; RMCELIVED $gg%s% 2.00

C T CORPOKATLION SYSTEM (ATLANIA, GA.) ¥
1201 PERCHTREE ST., YOTAL PAYMENT RECKLVED: $600.90
N_E, STE 1240

ATLANTA, GA 30361 -0000 RECELPY NUMBRKR: 00Q@2679212

ACCOUNT NUMBER: 00029

%&MW

) RILEY C. DARNELL
SECRETARY OF STATE

This fax was received by GFI FAXmaker fax server For more information, visit http /imwww gfi com




ATTACHMENT 2
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In the Application, the Parties described a.proposed transfer of control of Cypress from
Cypress Holding to THC, which would have an ownership structure such that no person would
hold an interest that would be sufficient to constitute a 10 percent or greater equity or voting
interest 1n Cypress post-close or confer the ability to control Cypress. THC has decided to
change the ownership of the voting stock of THC, and thus voting control over Cypress, post-
close. This change in ownership structure does not change the Parties’ proposal that THC will
assume ultimate control over Cypress. As discussed ’in the Application, the proposed transaction
will result in a change in the ultimate ownership of Cypress, but the management and operation
of Cypress will continue largely unchanged. Cypress will retain its authorization to provide
telecommunications services in Tennessee and will continue to provide service to its existing
customers 1n the same manner as it does today.
In the Application, the Parties stated that following consummation of the merger between
a subsidiary of THC and Cypress Holding, all of the voting stock of THC will be held by 15
Cayman Island entities (the "Voting Cayman Entities"), with the ownership of the voting stock
divided equally among these companies. The ownership interest in the Voting Cayman Entities,
in turn, will be held by approximately 50 international investors (the "International Investors™).
Each International Investor has granted a revocable proxy to First Islamic Investment
Management Limited ("FIIM"), a wholly-owned indirect subsidiary of FIIB, to vote the
investor's shares on all matters. In addition, each Voting Cayman Entity has entered into an
administrative agreement with FIIM pursuant to which FIIM will be authorized to vote the
voting stock of THC and make all major decisions on behalf of the Voting Cayman Entities.
Under the revised structure, the voting interests of THC will be held in equal shares by
five (5) individuals, all of whom are U.S. citizens. The five individuals are David Crosland,

Charles Ogburn, Ed Underwood, Ransom James, and Bob Shingler. Mr. Crosland, Mr. Ogburn,
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Mr. Underwood, and Mr. James are employees of Crescent Capital Investments, Inc.
("Crescent™), a U.S. corporation and a wholly-owned subsidiary of FIIB. Mr. Shingler is
currently a consultant to Crescent but will be the Chief Executive Officer of Cypress post-close.
Mr. Crosland, Mr. Ogburn, Mr. Underwood, Mr. James, and Mr. Shingler will each grant a
revocable proxy to FIIM to vote the voting stock of THC and make all major decisions with
respect to the voting stock on his behalf. In total, the voting stock of THC as held by Mr.
Crosland, Mr. Ogburn, Mr. Underwood, Mr. James, and Mr. Shingler will represent less than 2
percent of the aggregate equity value of THC.

This change in structure will eliminate the 50 International Investors as indirect holders
of the voting interests in THC. It is possible that some of these International Investors may elect
to participate in FIIB's shares offering in the offshore investment companies that will hold the
non-voting common stock of THC (the four "Non-Voting Cayman Entities" described in the
Application). However, as explained in the Application, these investors in the Non-Voting
Cayman Entities will be wholly or largely passive investors.

At the same time, this change in the voting structure is not a major change from the
structure proposed in the Application. As before, no person will hold in;erests that would be
sufficient to constitute a 10 percent or greater equity interest in Cypress post-close or confer the
ability to control Cypress. While Mr. Crosland, Mr. Ogburn, Mr. Underwood, Mr. James, and
Mr. Shingler will each hold a 20 percent voting interest in THC, each of these individuals is an
employee of or consultant to Crescent, FIIB's subsidiary, and each will give another FIIB
subsidiary, FIIM, the right to vote his shares in THC. Thus, under the revised structure as well
as under the structure proposed in the Application, FIIB will control Cypress following

consummation of the transactions contemplated by the Merger Agreement.
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Financial Highlights

2003 2002 2001 2000 1999
Net income ($ millions) 44.8 360 327 205 160
Total assets ($ mithions) 818.0 5234 4111 193 4 1706
Total equity ($ millions) . 188.9 1629 1452 1286 1203
Return on average equity (pe;cent) 25.5% 23 4% 23 9% 16 5% 14 3%
Return on paid-in capital (percent) 39.8% 320% 29 1% 182% 142%
Return on average assets (percent) 6.7% 77% 10 8% H 3% 10 8%
Net book value per share (§) 16.79 14 48 1291 1143 10 69
Dmvidend as percentage of paid-in capical 15.0% 150% 150% 10 0% 10 0%
Number of employees 14 94 82 69 61
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Message to Shareholders

—

We are celighted 10 report that 2003 wis a lindmark

yewr for [rst Islam ¢, in which we passed a number of
MportaY mlesiones Aga. st a hackgrouna of the i=agq war
“and continuing geopolincai urcertainty, the Bink reaized a
substartial partal exit from its US corporate 1vestment
portioho, significantly expancec 1 5 preserce in tie Furopean
rarset an¢ completed an nnovative medwm-term {aanang
in the form of Islamic suruk As a1esubt, Frst lslanvic exceeded
$1200 midhon in reveaues for the fitst tme 1 s bistory
white sgnificanty «rproving s finanal strengin and aduieving

Mohammed Abdulaziz Aljomath Auf A. Abdulmalik record earmngs
Chairman Chief £xec.tve Officer

Revenves reached 5120 6 million, up 55 8 pertent fom
2002 Net corne for the year incicased 244 percent to
$44 8 rmitlion fiom $360 mihior m 2002 Returr 01 average
equity was 225 percent compaied with last years 234
pereent, with total equity creasng to $1889 muion The
Bank has now achieved a retuin on equily above 20 percent
for each of the last three years

For the third year rurning, First Is'amic mace a dvidend

ayment of $169 mikion, represenung a return of 150
percent on the Bank’s pad-n captal Each $1 00 iwvested n
First Islamic in 1997 has to date returned $070 r dviderds
ard an addmional $0 67 1n 1etaned earr ngs and reser ves, or
ar. aggregate return of $! 37

in October 2003, the Bark arranged the sa'e of the Medical
Services Division of Medifax-EDIF, Inc ("Medfex") to
$ WebMD), a NASDAQ-hsted health cere services company.”
for a total transaction vawe of $2800 miffion This partal
exit earned Investol s a totel return n excess o 135 percent
The sale of the remaining basiness unit, wh cn consists of the
Pharmaceutical Senvices D sion, 's expected to be com'etec
auring 2004 Cur success i complet ng tne invesimert cyc'e
. for Medifax at a high valuauor 1s partcularly roweworthy as
the US private equty envi-ormens contnues 1o be challenging
desprte increased momentum In the public mackets
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2003 was another record year for First Islamic the sixth i succession with reventes
reaching $120 6 miior ard net income ot $44 8 million Since we started operaurg in
1997 ow net :ncome has increased at a corpourd annual growh mate of mere thar
30 nercerst ana our balance sheet footng has grown eightfold to more than $8'00
mulhion 1s of 31 December 2003

The consstent growth we have achieved during the last six years 1s a testament 1o the
quality of the people vwe have assembled at First lslamic We have recruited a team
wth d Grverse rénge of exnertize and experience and Nave LHivated a corporate
cukiure that encourages teanaork, nnovative thinking and :ntegrated decision makirg
We believe that our managerent team and our comorate cultie gne First Isiamic s
competruve advantage and go « fong way to explan the success we have enioyed to
date As we prow and matare as an n<utution, we will enceavor 10 manttam the
entredcer el al and dvremic corporate cu'ture that alows oul people to excer, ard
rairtair the tear spirt that we hve B at first lsamic

Qur iong-term success depends on ou- ability to dose the investment cycle by
divesting from our nvestments ard generating attracthe rsk adustec returns for our
nveswors Conseqdently, the partial exrt from Medifax during 2003 a'te” & wo-yea
holding period was & mportant milestone for the Bank Achiev ng the profrable
Medfax exit in the prevailing busiress climate demonstrates the robustness and
sustaiiability of our business mode!

2003 il also be remerrpered as the vear in which we opened our London office to act
as cur Furopean base In lne atn our business plan and on the back of strong inves.or
demanc for European irvestments we mcreased our Europein ceal flow sigrificartly
dur ng 2003 and strergthenecd our Earopean dea’ teams by recruitng @ number of
senior professioral. The capability 10 respord quickly to meet tne requirements of our
MWVeSTONS 15 One OF our key strengths and reflecis our resths-oriented corporate
culiure as wek as e sirength and Jdepth of our manageinert 1eam

As we prepare for the next phase in our development, our am 1s 1o achieve
sustamab e growth while rairtairng a soid capial base In 2003 we issued i excess
of $1000 milion of medium-term sukuk (non-equity finanung instruments) and m
earty 2004 we completed rights and new share issues, which will increase our capral
base to approciratey $3000 mikon This increase in our equrty capitel, Together with
the Increasec liqu.dity provided by the sukuk 1ssue, s des gned to strengthen our
balance sheet as we conurue 0 buld a diversited portfolio of nvestments au oss
business ines and geographic regions

As the numner of Islaric rvesimient panks .ncreases in the region, ow- am « to
CONTIJOUS ¥ SUIvE 1O Mantan the cororate culivie ane bLsiness practices that have
helned shape fi s lsamic’s dis-nctve prard in the mirket a focused sra‘egy recruiting
and retanirg the best people, ¢ flat and sarucpaory management structure, ma ntaning
a sold candal hise and effectively manag ng the 1.5 inherent i our pusiness and,

avor ¢ all argnment of the inte: ests of employees shareholders and our nvestors

CEO Message

Auf A Abdulmahk
Chief Zxecutive O cer
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Investment Activities

Corporate Investment

Medifax-EDI®", Inc.

HeaanLa~tered In Nashvlle Tennessee Mecfax 5 3 leacing
provicer of nnovatve healthcare infornration technology
so'utions o providers and payers throughout the Urited
States, processing more <han 200 minon transactions pe
year for more thar 130,000 healthcare provigers The
company s the leading provider of medical cigibihicy
transactions services M the United States Mecifax comprises
two dviziors the Medical Services Divisior ard e Phernrzey
Services Dwision

1 December 2003, WepMD Cerporation a NASIDAQ
quoted company (NASDAQ HLTH) acquired tne Medwal
Serviees Division of Medifax for a tolal transacuon value of
$2800C m lion, ncluding assamed lLabilittes Mecifax
tianstenied the Pharmacy Services Diwsion 10 an affiate of
Frrst Islarmic, who 1s negot.aung a seoarate sale process for
this rernaming business uni

The «bove two transad ons & ¢ estmated to value Medifax
at over 3250 mullor Fest Islamic and &> co-investors
acqu med Med fax A 2001 for a transscton value of
approneratey 5123 1 mikon, and three suosequent

acqu simons were completea by Medifax for a total

value of appronirately $450 mulion

Fir st istamic worked closely with mznagement to grow
Medifax’'s core business «nd 1o make a numoe” of ace on
acquistions during the nvestrrent holding period The
successiul completion of this sizeable transection with
WeoMD . the urrent business cimate is a testamernt to
the strength and sustanability of the Bank’s pusiness mocel

American Pad & Paper LLC
Transacuon Date September 2003
Transacuon Amount $82 7 mithon

in September 2003, ['rst slamic ard s ¢o- nvestors
acquired a 100 percent mterest in Arerican Fac & Paper
LEC ("Ampad ') ore of the largest manufaciuers and
asmributors of paper-based office oroducts in the Unitea
States after takng it out of Chapter T reorgaaizauon
process Tre total *ransacton value was $82 7 ~illon
Headquar lered = Plano, fexas (near (34 las), Ampad was
founded 1 1888 by the inventor of the 1uled “egal pad’ anc
has since vecome one of the ieading US supphets of witirg
pads and rotebooks, fit ng suopl es retail envelopes and
specally pepers Ampad markets 15 producis under several
recogrized brand names such as AMPAL®, E rbascy®,

Ev.de wce?, Globe-Weis®, Gowd-Hibre *, Regal Mills® and
Worla Fibre®

Ampad's customers include many of the “argest end fastes:
growng office procuct retalers ard distroutors n North
America, ir duding Staples and Wa'-Mart A~pec I a' one-
stop-shop™ ir the estimated $5 b, or North Amertan
paper-based office products industry ard s the merket
leader In the retail channel for each of its four primary
product ines

Ampad has a sgndicant free cash flovw generation capablicy
The proected cash flow over the next four years '« e<pected
o be sdfficient to repay a substartal emount of Ampad's
obigations, burding un the equty base of the compary

i tne process Revitzlized under the leadersnp of new
rnanagement, Ampad s now takirg advartage of nuverous
product. customer énd mandfactuning opportur tes, whle
ach.eving add.ona mrargn iImprovements thiougn

cost , anonalization




Smart Document Solutions
Transaction Date june 2002
Transaction Value $104 | mifhon

Seart s the leading provoer of medica. mecords re‘ease

o mformat on ("ROIM senvices n tne United States

During (be yea~ the company ntreduced several rew
oroducts and services and cortrwed to erhance s market
preseace In Aoril 2003, the Heaith Information Privacy
Protecuion Act (HIPPA) came into effect This caused the
major ity of Smarls dients to restaict release of information
white the HIPPA-coinpl.ant procedure: were reviewed This
nad 4 negative impact on Srart's fiscal 7003 revenues Bece use
Smrart hed already estebushed the processes and pocedures
that enabled tne company to quicily transition to the HIPPA
envirorment, management oelieves that thus wil gve Sinart
a competiive adventage and wili transiaie 1N.0 a return 1o
revenue growtn and new business in fiscai 2004

Cirrus Industries, Inc.
Transaction Date August 2001
Transaction Value $142 0 million

Cirrus s the world's second largest mentfacturer of sngle
ergme, general aviatior aircraft

Ouring 2003, Cirus focused on sales ard mareung by
sabstantiaty Inaeds' g s tean of sales representdtves,
which led to & sgnificant inciease in orcers Coupled with
tne company's raeased producuon capaoites and erhanced
product offerng, this has resulted ir Crrrus increasing s
maixet share from | percent n 2001 to over 31 percent
in 2003 Lookirg ahecc, Cirrus plans 1o cont nae nvestirg in
product gevelopment in order to increase r; market share
i North Amenica The company 15 also developing a product
specifically aesigned for Europe. vith a view 10 expanding s
potential market ove: seas.

Investment Activities continued

Destination Outdoors, Inc.
Transaction Date August 2001
Transacuon Value $173 | million

DOl = one of the premie, ouiGoor p oducts compinies n
the United States, comprisng Yakima Producis, Inc (Yakima ).
& leading manufacturer of muiti-sport 1acks anc racx
accessories for automobiles, ana WaterMark Padcesports, Inc
("WaterMark™), the la~gest marvfacturer of kayaks and
padale sport accessories n the workd

2003 represented a significart transiton year ‘o DO

The company restored focus on its core rack busmesses,
consodated s oper atonal headauer ters and esteb ished a
resuls-onierted randgernert tedrr Duiing the year, DO
accomphshed the sales and 1narxeting integrat.on of Yakima
Rhode Gear and Sospeaders and ncreased the ¢ m‘]pan 'S
'everage by consoldaang all brards urder one sawes umbreta
DOl nas now compieted i ary of the ait cel ¢ emerits of
‘ntegration needed to esablish 4 powerful vutdoor sporiry
goods platfo.n Going forwarg management s opam suc
apout the prospects for equ ty value ennarcement

Caribou Coffee Company, inc.
Transaction Date December 2000
Transaction Value $83 8 mitlion

Canpou is the seconc fargest ron-franchizec specialty
coffeehouse cnein in the Urited States watn 250 stores n
seven inarkets «s at vear-enc

Canbou's new CEQ has successfully implemented severa:
MajOI" inttidtives aived aT :moroving customer service and
store-lever operators Durirg 2003, Caribou competed <te
corpany wide ratout of its stored vawe debrt card and also
mpremented a comprehensive customer serv ce program
These nmatives have resuited in groaing revenue ard
customer retenuon as evidenced by strong growih m
customer count during the vear Management expects o
increase the pace of store openings curing 2004 anc s
pnnng to expand nto new domest ¢ mar<ets ana
nematonaly in the near futue

First Islamic Investment Bank Annual Report 2003 15
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investment Activities continued

Corporate Investment continued

Transportation Safety Technologies, Inc.
Transaction Date October 2000
Transacuon Value $25 2 mihion

TST mandfactues specialty electr.cal cormponents ara safety
products for the wtomotive, truck, and emergency vehicles
mdustries i the Untea States

The Controls and Harresses Group continued its sohd
performarice 1t roughout 2003 providing a stable base of
casn flow as well as eng ieer ng telent to pursue the
obstacle detecton market TST cort nues 1o imvest in
product development, with the introductior this year of ¢
control system ior snow plows a supp'emertal power
sodree for sarting heavy-duty engines a dual battery
monmer, ana a trailer security systemn Sates of fugie tye the
comoany's obstacle detection syslem, continued to show
positive aends with 1,800 units now o operation The
company has established numerous operational and test
sites with, a7 castomers, with the utimate goal of
estab'snirg Eugle Eye as a standard n the trucking industry

B.R. Lee Industries, Inc.
Transacton Date January 2000
Transaction Value $79 6 milhion

Lee Industries 15 the number one marufacturer of commer ual
pavir g ard road bu .dng equ bment n Nortn America

The compeny conunues to expand its arkets and oroduct
ne a1d 10 mprove gross margne by mplemenung lean
manJiactuning and supply cham iiatives In October 2003,
Lee Industries c.osed s South Darota plant and transferred
production <o the Lee pant in North Caroling, which resutted
4 & 30 percent reducuon in neadcount Tne laanch of the
8815 mighway class paver m March 2003 was well receved
and managemert articipates robust sales of this product i
2004 The company 1s current'y deve op ng a new, 22 000
pounc mo*or grager for imtroduction i exrly 2004

These new products, ¥ong with a turnarcund n dealer
sente ents contriduted to 1 tnphrg of backlog at e end of
2003, compared 1o the same point in 2002 Management
pans 7o continue 1o drive organic growth of ks core product
ine whiie seeking out sral: "tuck-n " acquistiors that it
withi its muss:on to pecome & destination poit for road
rna nenance solutions

DVT Corporation
Transacuon Date September 1999
Transacuon Value $63 9 million

DVT develops. maufactures and markets v age sersors, ac
15 a recograzed leader a the rachine vis,0n syste s irdust-y
in the United States

During the year, DVT continued 1o wrvest in procact
cevelopment ar.d mnteirational expansion i ardes to
position rselt tor strong growth as the capital ecuipmernt
rnarse rebounds OV now nas over 100 disuibutors

it Nor th Amer ca and has exsanded 1 retwork of
distributors ir the Unred Kingcdom, France, Germany., the
Nordic countries, Chng, Singapore, Japan anc Korea
Revenue grew in all North America regions durng 2003,
with Ching and the Norcic countr es gener ating the
suongest growth internationaly I 2003, DVT was awa-ded
the 1SQ 9000 raung, which should hew the company to
penetrate the large Forwne 500 marufacturers Longer
term, the company hopes to tac litate growth by procucng
easier 1o use softwdre that wili make visior systems
increasingy simple to mplement




Real Estate and Asset-Based Investments

Shurgard |

In June 2003 First Islamic forred & jont venture with
Snugarg Europe that wil uncertake up to 38 se'f-stor age
development projects, with a total deveiopmen* cost of
app.oxmately @ 231 9 miliior, in the United Kingdom,
france the Nether'ands, Denmark, Sweden and Germany
The Frst Isiamic Groud and its co-investors hold an 80
percent mempership nterest in the joint venture, with
Shurgard Furope holang the remaining 20 percent Soadte
Gérérele, one of the larges. projerw lending nsttutions in
Europe. providec 3 fve-veer development fnancing faciy
for 65 percent of the total cevelopment cost

Snurgard Europe 1s the largest developer, owner anc
operator of zeli-storage faclives n Europe The company’s
P nepal sharebolcer s Shurgard Storage Centers, Ing
{(NYSE SHU), the fourth ia-gest company i the US self-
storage sector and the second largest i ternws of ecuity

ket capitalizaton (approximately $1 1 bilor) Shurgaid
Europe w'l oversee constructior maragement, design
services and funcrons for the projects and will play a key
ole " the ~arketing and 2ase-ud of the propertes under
the Snurgard brand name

The European seif-storage market i uncerserved, and

. en,oys & strorg cemard profile generated from a large
popLlation ving in « very derse ervironmert, anc the
relstve'y early stage of development of the sector In terms
of market penetration, the Europedn self-storage sector has
significant room for growth as Curope experlences an
ncrease in populauon mobikty and changes n business
pracuce, and as More onsumers see the berefts of « well
desigred. secure and conveniently-‘ocated se'f-storage facility

Investment Activities continued

Vicarage Gate

In May 2003, Fu st ldarec formed 2 joint verture with
Northacre PL.C 1o acqure 2 site inVicarage Gare, Kensingron,
an exclusve neighborhood with some of the most expensive
residential properties in Loncon Tne project mvolves tne
design, cevelopmert ard sale of 13 luxury residential
apartments The velue of the transaction was £.39 4 miton
ING BHE-BANK AG provided approximately £30 3 ~.llon
11 3 NON-TECOLE S8 Seror development dnanung "ac Ity

Northacre was estabisned it 1988 as o specal st ceveloper
of resicential properties ' the ~ ost desrable ar d exclusve
areas of Certral Londor such as Che sea, Mayfar Kensington
and Belgravia Widely recogrized amorg :ndustry mrofessiona s
as a premier developer of lusury resicental deverooments,
Northacre nas consideranle skilt i develo g new as wel
as protected buildirgs within <o wervalion areas Frst islam ¢
and its co-mvesiors hold a 30 percent membershis nteres:
N the jomt venw e, witn Northaare holdirg the remair ng
10 pereent

Centrel Loncon Fas a unsquely favoravle suopiy eguetion
due to a number of factors Permittng laws severely restr ¢t
the beight and density of new schemes and many areas,
which were butt in the 19tk century, are within corservaior
areas where new schemes are limited 1 addit on, much of
the prime @ eas of Kensngton arc Che'sea s owned by a
few family estates, thereby tmiting supply even further
Accoreing to research conducted oy FPDSavibs, tne average
velues of prime Centrai Londor propertes have rsen by
225 percent over the last decade due to a combinatior ot
fixed supply and « major expans:on = demang, on the back
of London’s dorninarce as the irancial capital of Euiope
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Investment Activities continued

Real Estate and Asset-Based Investments continued

Sunrise

At year-end, ine Bank had compieted tour jorm veniures
win Sunrise Seror Living, Inc ("Sunrice ) three in ine
Untea States, corpr sing 52 ser.or Inag properties, and
one n the Unred Kingoon, comprisng fhree propetes
Heazcquarierec in Mclean Virginia, Sunrse 1s the odest and
largest provicer of asaisted lvirg services In the United States

At e erd of March 2003, Surrise compieted the accuisition
of Mair.oft Semior Living Services, wh ¢ addedt a further
129 sen:o Inving communties, thereby aeatng the largest
seniol lving operztor i the United States Widh an equny
ma-ket capitalizatior of more thar $t 0 b lhon, Surtise owns
and operates mere than 380 communities thi oughout the
Uneo States, Canada and the United Kingdom

Demand for ossisied Ining services cortinues to be strong
based on cemogaphic trer ds This sedtor has been the least
affected real estate inacket 1 the cur ent econumic turmoil
and, w.tn ovet $1500 bilkon spent annually on senior
houstrg and care, remains a robust market

Sunrise I

In Sepremper 2003, the Bank completed #s third and largest
US jont venture to date with Sunrise In two transactions, 'n
June 2003 ard September 2003 Suntise Third LLT acquired
a portfolio of 28 assisted hving propertes, comprising |,902
resident al units, lotated n 11 US markets The value of the
transactor was $4174 nwhon, witn Fust Islarac ana s
co-nvestors holding 90 percert and Sur rise the remanng
10 percerit Senor llara fndne ng tacilities tota'ing $2850
m.lior we e drovded by Fanrie Mae, Barx of America, N A
Bank Ore N A and GMACCHM

Sunrise |
Transaction Date: March 2002
Transaction Value $203 4 muthion

Sunrise Il
Transacuon Date November 2002
Transaction Value $222 4 million

Sunrise UK

in May 2003 the Bank enterac into 1:oint venture wrth
Sunrise 1o acqare thice 15sted liv ng sroperues, compns.ag
256 residentia’ units, located 0 hugh end post codes arourd
“he M25 motoraay of | onaon The vih.e of the wansac on
was £6%6 mill on, with first slamic and 'ts co- we<tors
ha.cing an 80 percent inte: est and Sunnse the rema.ning 20
percent Servor Lars inanong adlites o a total emoung of
£40 & million were provided by Bank of Scotlard, one of the
major clear ng banks r the United Kingdorn

Surise began ity operatons in the United Kingdorm n 1999
ard the proserues in the po~ifolio represent the first three
completed by Sunrise i the United Kirgdom




Crescent Euro Industrial

Accordng 1o ndustry surveys, *re industiial sector in Europe
has been radically affectec by the shift from nationai to
Furo-wide distnibation strategies, the removal of ¢ross-
border rade barriers, cuency unification, ana outsourcing
of distribution functons by manuacturer s and retailers

The above factors have had a positive impact on the Furopean
irdust-al sector as a real estate class, by weating a more
efficient logisucs services industry, characterizec Dy majol
hubs with larger ard more flexole bzdangs that are served
by mukiple modes o transpor tation This hes also drowed
investors to treat Furge es one market, thereby fueling,
through capite| a'location, the re-orgenzzuor of disttout on
channels and supply retworks o a pan-Eurcpear nasis

Crescent Euro Industrial |
Transaction Date November 2002
Transaction Value © 264 5 mithon

During 2002, First lsamic formed a joint venture with Lend
Lease Real Estate investments GmbH ("Lerd Lease REI
GmbH'} a member of the Lend Lease Group. thet acquired
usLfruct lease nterests in a portfclio of Industrial distribution
facities ‘ocated n strategic marvets i Germany As ot year
end 2002, three assets hac been acquned in Kamen,
Bedourg ard Morfelden No new assets were added to the
portfolo during 2003

In ear’y 2003, Lend Lease REI GmbH's Austrahan parent, The
Lerd Lease Group, decided to pull out of all rs US anc
Europedn real estate nvestment actvities In late 2003, the
company owning Lend Lease's nvestment in the three
existng assets was acqarred by First Islamic and renared
First Euro Industal REF GmbH, with tletman Intermit.onal
providing asset management serv.ces

Investment Activities continued

Crescent Euro Industrial 1l
Transaction Date August 2003

During 2003 a new ot verture was created wath Hertman
Internatona the Europear s ibs dary of Ch cago-basec
Herman, one of the maor US real estate asset manage: s
This jomt venture expanded the geogtaphical spread of
Crescent Eure Industrel | to incluae France and ftaly, as well
as Germany All new assets wil' for part of ths nes ot
venwre Although no assets were acaurce daning 2003, 4
portiolio of assets was acquired early n 7004 and Lrthe
acquisit ons throughouvt 2004 ere ar ucpated

Hetman ranks in the top ter US basea rel estate inestment
manageinert s, with approximaiely §11 2 odion in evsets
under manegernent ‘o its cients The conpary s chenes
ndude US and nternatioral mstitutions US persion plans,
encowments and founcations, ugh ret wordh ndivduals ard
retail nvestors Herrman has oeen active i kurone 107 «
number of years, \with particula focus on Central Europe

First Islamic Investment Bank Annual Report 2003 19
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Investment Activities continued

Real Estate and Asset-Based Investments continued

ProlLogis

To date First Islam.c has undertaken three jont veniures wihk
Prol ogis that have acq ireo r aggregate a toral of 78 inaustrial
distrmution facilities, comprising 1pproxirm ety |24 million
square feet of reral space thy oughour the United States
First Ifaric ang s co-mvestors own 80 percent of the jomnt
veniuies, with Prol.ogis ownng the reranryg 20 percent

ProLogis 15 d 1eading provder of dstnbuaon facdites and
services, with, more than 1,750 faciues owned managed
and under development ir. over 70 marxets throughout
Morth America, Futope ard Asia

The mdusti-al roarkel has sutiered a deckne in rentz anc a
stght niciease n vacancies as a result of the weak economy
However, the market appears to be moving in a posttive
upward 1 end with low mnierest rates, tax wits and massive
deficit spending by the federal government laying the
groundwork for stronger GDP growth

ProLogis |
Transaction Date Apnil 2001
Transaction Value $242 6 million

ProLogis il
Transacuon Date June 2001
Transacuon Value $215 4 million

ProLogis Il
Transaction Date September 2001
Transaction Value $145 5 milhon

Multifamily

First islamic has two exssting jont ventures with Archstone-
Senith 11 ogether awn 1 muttifamidy apartment compleres
comprising a totat of 3,594 rentable Lnes, i eignt US states
Frst Ilamic and ts co-nvestors own 80 percent of the

joint ventures, with Archstone-Smn owning the remaining
20 percent

Wit a cutrent totar mar et cadtelieal on of aporoxmately
$99 billion, Archstone-Sovih & ore of the leadg owners,
operators developers and acqu rers of mulfamily housng in
e United Stales

Althougn the overa'l US apartnrent market i currenly
sluggish, the National Mult Hot sing Counal expecis growih
in the mufuamily sector to be in ful force by the latter hatf
o this decade However, as tne economy begins to recover
and mortgage rates start to rise, thus makirg nome buying
less affordable, apariment ey and shou d expenence a
near terrn boost In additon, employinent recovery, which

1s expected during 2004 snould also prove the

sector’s prospects

Multifamily |
Transaction Date Aprii 2000
Transacuon Value $107 3 mithon

Multifamily Il
Transaction Date june 2000
Transaction Value $143 7 milhon




Investment Activities continued

Montrose Aviation |
Transaction Date December 2002
Transaction Value $142 9 mifhion

Fust Islarmic enterad nto a joint venture with Montrose &
Company International, LLC ("Monwose '} an affiiate of
Berl of Anrenica NA, 10 acqun e lease (| ara) imeresis in

21 arcraft wo take aavantage of wyclically low pr ces in the
secordary Tarkes by mvestng in leases 0 prme carmers
and ther subsidiar es Montrose acts a: ser vees on behalf of
he sevsors of the ancrall ard 5 ressonaible for day to day
manragement of the ‘eeses 1 the pordoi o

The port‘or o consists of a Jversified nix of narrow body,
turbo-prop ard regora: et drceft operated by B sn
Aurways, A Carada, and Brit An {a wholly owned subsiciary
of Ar France) Bight of the bweive turbo-prop aircraft
currenty leased to Ar Caraca will soon be re-ledased (o
dlternatve carrens as a resuit of feet restractuning at the
anne The portfoho 15 so far performing to plan

Tne portfo o s structared 1o generate a stable and steady
cash income tlow for . wvestors by offering a LIBOR-based
yvield The awrcraft leasng mdustry has traditionally beer
modestly correlated to eauty markets and thus offers an
2ttractive means for diver sificaton
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Review of Financial Results

Net Income
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Auditors’ Report to the Shareholders
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Shari’ah Supervisory Board’s Report to the Shareholders
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Consolidated Balance Sheet

31 December 2003

2003 22
Us$ ‘000 N EREN]
Assets
Cesh and balorees w b panls 18,596 3757
Due fraes firanaal nshilutions 288,181 8 45,
248,019 221080
Aot ab e-0r-50la resimers 255,928 224,654
Crher assats 7,236 2,049
Total Assets 817,960 J23472
Liabilities, Unrestricted Investment Accounts and Equity
Liabilities
Sue o ne a4 2d oter Pt alo s 8 319,928 REYPR
Aedium tern so- ik 9 113,000
Ohet enimes 17,001 12461
Total Liabilicses 449,929 267410
Unrestricted Investment Accounts ) 162,306 H2lh
Equity
Sare can ol 2 112,500 112500
K301 Ve 3 76,350 20421
ropined civicerds 2 16,875 f.875
Total Equity 205,725 | 79, Jan
Total Liabilities, Unrestricted Invesement Accounts and Equity 817,960 323427

The comoiatea Inanaa stetemen.s o the yesr enced 3 Decen e 2003 vere 11000710 07 1568 10 acoonda 1€ anth 3 »eso Jtion

ot the Board of Dieciore o 12 Jaruay 2004

-

¢=¢=;;:—);:”

Mohammed Abdulaziz Aljomaih
Chaw~iar

The attached notes | to 20 form part of these consolidated financial statements

Atif A. Abdulmalik
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Consolidated Statement of Income

Yezr ended 31 December 2003

2003 2002
Noi. 1S3 ’000 FRIAY
Corporate Investments
ACCJ S HON, A NENT 170 Ex L INCare 34,449 20579
Ma~agemers feas 4,095 295
Tarvalue adustntents B AL 9,866 16377
48,410 40 808
Real Estate and Asset-Based Investments
AUEUSHON, 3400 Nen® 1 ¢ exX INCLE ¢ 44,481 22543
Mz oagerier fees 4,072 1210
=3t vaue wliusrme it £ 2,023 224
50,576 244/
QOther Income Earned
Recu T b meome 14,975 9172
S0l st gns " 1,572 I 54%
Orhers 5,070 1319
21,617 12133
Tota! Operating Income 120,603 RIS
Profits Paid
npegal 300 oTer e i 00 6,887 767
Loy estrotec nveslnens 30 coun' 1,725 813
Meciumr e <ok 3,866 -
12,478 AR
Net Operanng Income 108,125 63,35
QOperacng Expenses
Sl corrpencation rd senert, 24,216 16942
Geeral 3¢ edhrin e alior 16,588 12972
Total Operating Expenses 40,804 22014
Net income Before Provisions 67,321 34071
Provisions 4a 22,500 2000
Net Income for the year 44,821 36,021

The attached notes | to 20 form part of these consolidated financial statements
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Consolidated Statement of Cash Flows
Year ended 31 December 2003

2003 N
US$ '000 PR
QOperating Activities
el taoire ortite yea 44,821 38,01
Ad st s for nom-cask tems
“eproc ator 2,465 2,49
PrGy Ss 22,500 5060
“arsclue pdjustr ents of avaran e-lorsa e rvesserts {11,889) {16,998}
57,897 24272
Chisges 1 operatr; Svee ard @b e
Recavenle. (46,739) 173574)
Av g abeforde rvesmers (41,885) 2022
Duetoing 7« d omer ro sutions 62,679 S, 248
Orher assen - 681 1163
Orher (op oo 4,823 {302)
Net cash from operaung activities 37,456 AL
Investing Activities
“ulchese of fixec asses (2,113) {1,481
Net cash used in invesung activities {(2,113) {1481
Financing Activities
Jvdencs pad (16,875) 1o 875)
PUHCese S eeury 5o« - G200
ez e of treasuy stork - 12 e Qe
Medimnt-tern s ik 113,000
Lol cte mvestriien” 20¢ants 86,090 3BA1
Net cash from financing activities 182,215 23873
Net increase in cash and cash equivalents 217,558 k8,
Ceshand cash scavialer s ai | Jaraary 89,219 SR.237Y
Cash and cash equivalents at 31 December 306,777 59,219
Casth and ¢2oh ecunaler *s ¢y ne
Coshyand »3 0 nces 18,596 3.75
ue o izl institations 288,181 %5,167
306,777 49719

The attached notes | to 20 form part of these consoiidated financial statements
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Consolidated Statement of Changes in Equity

Year erded 31 December 2003

Rocemds,
Shae Stae Teaury ~Emerts Retwned e N “ota
Apral Brer Y NGNS LA e Larmings Jeade de «qi
Lus O0g Ligs 000 LSy 00 Uy 0ud Uy X0 Uy X0 iy 02 S BN
Baance 1 | januwy 2002 2500 408 3,43 21549 16,375 159363
D vedenes pad - 163751 (168:5)
Nel o ortre seas 2002 - - 3607 36021
Aurenese of srecsury stocks (13,200 452003
Rewar & ol treamay 1o o - - 400 3 200 12,600
Iranter 10 v at oy 1eee va 3000 (3000

-

Chamtab e contom mien
Y rmCa M el INera 0N

Cropred Cager ds

CARS!

(G0
P T
!\|r-§‘\/ bR

Y
~d

Ll

SRS

Balance at 31 December 2002
Jvidens pac

el ocone or e yeas 003
Try e 10 Satuton Yiecerye

Net lra ~ter to 1 eest nents fre value el ve

Cranane contrimatior
e et aneral on

roposed cvicer d,

112,500

2,808 -

11,733

4487

~ 35,880

44873
(+482)
(2 480

(8%
(112D

{15875

Lo 182

16,875

1687

1¢.87%

179,796
Hek7Y)
RENSY

{590y
(hizh

Balance at 31 December 2003

112,500

2,808 -

16,215

26,482 30,845

16,875

205,725

The attached notes | to 20 form part of these consolidated financial statements
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Consolidated Statement of Sources and Uses of Charity Funds
Year ended 31 December 2003

2003 252
1o us§ 'goo NP
Sources of Charity Funds
Cor. buion oy he Sark 896 713
Uses of Charity Funds
Craman e contminaiors {591) (532)
Ixcosy of suaTes ouver uswes 305 130
Lot mateg aoraory fumes 3t | anaary 880 750
Undistributed Charity Funds at 31 December U 1,185 £80

The attached notes | to 20 form part of these consohdated financial statements



Notes to the Consolidated Financial Statements

31 Decerrner 2003

I* Incorporation and Activities ,
a) Incorporation
=735t ke Investmien” Barc EC (he "Bany) operates uncer an lvesirerr Bano g Licece iesued py (e Bablain Monsmary Ageney The ooy e

o tre Bark o d s wroly ovned st clarss (logether reterres 1o 3 the "Gron p™Y rowge prov Arg vestitent banrirg cervices Len’on Ly

o blaee Sranah

The Jark was mcorporz e te Kogro of Ba car 1 Noverrser 1990 urde cammertial »eghtra 01 rurber 36403 o an Exermint jonr
Stocs Compiy LorLequert 10 changss i the Babram Cor merast Comoanies' Law. he anks legal starus 1 g cnarged to - Pabre + Cosec
Sharenalcirg Compr s The egil fo. manties 1o »Tect «uch hange have ~olye beer varp elec Howven—, he ¢oanpe bag 10 e fect on the
Sanl’s BUses s cetivities O regu atory oo 1ommenT

b} Acuvities .

The Groups « ain 2 vmIes are Cornonare ey edt e g eatite 330 asse-Dased mvest vier =,

2 Significant Accounting Policies

The car-oicaed 1haracl wotemerts of *ve Gro 1 ae wepaod ~ aoordince w*b Frnacil Aot ¢ Stardares mauee 3y tre Accoont ~g and
‘ y - . . \

Ave g Orgen zation “or Kl ¢ Frare al st tong, Infemishiora siranca Report 1g Sancards bawrd Dy 710 Inte gt o0t Accol i g Srardares

~

Boxre" CIASE™), rterprotazons ~suec ov tee IMterwr or e minard al Reoort g lrte procat are Corr mrzee of the 1ASB ore the Baman Correng 3

-

CompiresLaa L hewe conse Gered “raaal sttemerss ore prepaec n US col ¥y, beng te omrma ¢reacy of the Groan's operatior s

ol iz e s mmary of e sienile
[~ v hel

A ACLOGTING D00 G5 aanted 1 prepiing 1 corsol dired francal saterents The accoantir 8 Holo e
A CLOraterT v th thione whed I Drevions vears ’
a) Accounung convenuon

The corsol cates fironanl sta ements are preoared urder he Pistonca cose corvernon as - odifed “on e me-measursment & 1 vaue oF

CRBLA ™ &y AD C-'0H5a @ Irves.Mmears

b} Basis of consolidation

The coso datea “rarcal statenerts ~corporate the Fiasael staterents o e Bomvand =5 suoscaes A suosidier s an er .ty over wr o the
Sank has conrol w0 goverr 15 A0rca erd speratiry polces 1 order 1 ontan Denefts from s actvtes Ceran of the sLhsdia y comaa e
{"neastee compa @y a e 2. res ord nele exclus vely with the view 1o ther subsecuent Cispost ~ e noar future ane, rerefore, sre

excluded frorm consol dzuon as contro < wterded to be teridoary

The esults of 2l amner sLozciares are ncluded 1 e corsoldales france satements Al wtercorpery i IS, 172 005 a7d mcome Fave

pecn envinged o0 corsol dotion

¢) Use of estimates in preparation of the consolidated financial statements

The orepara.on of the conso Jdeted Mranciel stater~e ~is reguires ~ansgement 16 make estimzates and assurcptors iba g'tect the vopo teg
arcoarts of faancal assets and 1o nies al tre dale of e dra~ca statemients 2 C e reds ed arto. s of oraus ons fo - the per on m particu &,
de enmrie. on 07t e S vaue of W guoted muesie 0o AN 1M IATTEIt SOV NS LT & Lons derm e | GG ¢ty o anage nent Ariour <
recognzec in the consoidaad i an el stalemert s g st 01 e M iaies are 1ecessarly Besed on assump o s abou several cto ™ rvoly i
v, o DSy sigrif Lert cegrees o udg nent oG certary
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2  Significant Accounting Policies continued

d} Due from financal mstitucons

Sue Fors rsacel nstiubions corprres early «orrodty M rabiea recevab eb v th we trade Dartacbon agreement” (Mosnais seted at
cel olus xeued profs, ard pves mant e Maca b ir sang, whic ris @ arof s charng sgreemet stated o (08

e) Recewables
Recer yies 41158 12rge y 10 sdosC Lo < Dy Cents Lo the Grown's wana. irvels Mert prodh o fzes eained el of e Group®
P 1 1a@erer T Serv Ces 20¢ DT czeds dug [or inve Tient =at” Thal nave been contacted bl mave 101 st beer et

Sabstrstior -ecen s les e mecogr ized vhen 2 ablgaie s etanpned te whe @ DInding sl D Ln agreere < gnac Teed aie

21aiad A%« APEN Mo @7 €6 % CEs A 10 30ored 7 0 A0S A0 Mt Jgalnst recg vebles assoon as Tiey e cors derec do bl

“otes receivable whic 1 are zero-cost Ur dirg *0 e v ovee ot < nd mvestentincentig D 0gras, 2 StaleC JT (0T les smnur ts wttee

ROy won, L any

f) Invesuments '

myestrrents Ccomy et e Groos retaned yrane © Lorponite «1C rea ecete mvestmart's Tece aho iIncuce irvestente underasien tor
pacerte virhidlent ptre nearte v

ryesmrents e dassfac 1 ava o e forsa e« Sre mibaly recogn Zee o be ~p the far vd e of the conaderdn1or gr ot e Wi g

SCCLHTIOr Censts

Re-rpwenuramers ({30 vanle

Tolow g wntiel recogrition, Lvalableforszle nsesincents a e e-neasurec w0 'arvaue The uteadlized sans avd osses a £y fror the me-

ez e nett o @ v ae ave ~Cacec N the cansodeted sararet of ncomie Tre deterrina. on of Mar value s cone for each irves mers

o

nevdualy accacance verh the vacanor Dorces sel ol selo v

Cotporote mesineis

0 Aua trvedo ssae mvestmaenis weov g recent siorif cant ooy o sell tmansact o3 wat™ tnrd DA es, wrctier co npleted o i rogress,

sie g- nensured 1 the far vav e i sied oy e transact on

1Y Aveddble forsa e i estv arts, whidh ca r o be re messurec T for va e Lo ) 1 abose and aiver tie ugh leve oo sLsedivity tvo sed o aopliirg
a1y oo vadel 0 mel ons & v LAt 00 §T €St ur PrEaoLs Y 1e-vd sed amourt 4 ceetm e ar () 1u0ve, €L ProvIor 10T mpan ment 1A%y, as

o eed be ow

Rear astie e stmienis

Ren estate ST eNls e Te-mersured DISeC o° e aapitaral ot O Lie Casn strears oF the Lndem ying el estoe assets

e nent

Ar atheysme t s mMiace, b the bakmoe @ oer dre of cry ava e orsacirve e o Cetemmine fhe oL oD ec v aveerie that 1)
Vst Nt M ay 08 Noaree s evdence exsts, “e evl nete 1ecoverdb e amioun of sur mvestment s Ce @ el 170 e KAent

e rmier s loss s recogn zed 1 e comonded staterent of mcomie Among other “hings maragemen. carefl ly ol siGe7s ~ey “attors (oot
T PVESTEL (O PRI Y 1 CeTe TN g wrhether Inpal Tnent ex sts These ncude e e cordiar, B mess rospedts ard e U
witing. e and nencizl ooy 1o hold suen imvestrmert L viue reanraaon tekes pace

g) Fixed assets
laed 19505 are CaT el It 03t ey auliraates cep e ator Deprecation o proviced Lsmg e staig * e meviod on al fxed asets 1ung
<ppropr ate deproc anor ~ates 1o wr1e O tne <ot over 1ee exdeded uselll ves 07 200 3 yeur,
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Notes to the Consolidated Financial Statements continued
21 Decerrber 2002

2 Significant Accounting Policies conunued

h) Due to financial and other institutuons

Al e ey under Mrrabaha ottt e dassifec o~ Coe o 1minasl ng oth e sttt ons 2 ae (4 e Ao pas d o ted prof T les
amenrs sefiled

1} Medium-term Sukuk
Megium-te m Suk ik ae Musibah: contracts 3¢ e Cartied at ¢oer pluy i Jed prof less amodnte sets e

1 Unrestricted mvestment accounts
Al estimtec inves ment 1eou s e warad of Cov e g mnun < set e

k) Treasury shares
Tres vy shares a ¢ womed At Cox e o At carry e mights oF otber crdinry Sharee e ucrg e gkt o ¢ vdends Canorloss aos e iom

“he <1 ot treaany FA IR T T e Ty :

) Revenue recognition
Aquisinn sha cmen! ond et wcome

The Gi OUP @a s severdl Types of feec cunng t~e s isim o, placer ent wc exim orocess for rendenng serv ces e ading crrengement ot
ACQUISE O M 10 Z, Mergers Jnd Qo 1T ON dCvIRe G900 AIEC Wit (ea XU G eCUty o erwr mag ar d obicement w oy oty anr
peforntinge sees

wome froes s ohercge < eeogn zed or recat by te Bank of s gned Srare Purc wse Agreentents (SPAs) Ot e e, e mocog zee when
earred et of dinect vosirort nanking expenes

IR COPN COMY B0 CADMA gars on disaesa’ of investiret., repre erting tho proceed retl red by aninvestime i a excrss of i crrving
‘©

' P
VAL 055 &y MIDATIESt DroviSon, N perionTatce fees ep aserung the ‘ea eamed oy the Groun for cutperformire & sra-detervures

Foxle mate Pt iice 1e s recognzed aner 2 oirdng and defritve sac 2greemnent or contract s signed

eet & oeCd T 5 €€ acrried Dy 17 Grods for end g T3 QITRN L 07 acr NSt v© 327 VICES LG 1M eSeE COMUE T 85

2 rwestrent uo!r‘ “g contpacies throagh which ol en saruapate in the Gro 2 investmient oroducts Manegere -t fees a7e m2ogricec as an
WA SEy CBS AR -endcr

Recurnng meeme

Recu g reome i eemred on lsam ¢ inarang prowded to mvesiee corpames whick ere recoy sec o7 & Ure-appo toned bas s, erd from

renta nco™ie for the varoos sea estate rvesroets malo by e Bank, we o are mecoy z2¢ o1 an accia bess Rec g comie
wperced  the Group be aves W at 1ne recovery o these 2™0unts may o2 cosbiiul

Ornen ricome

WS E IO s Quanitifal @ anG contre el y deteirinle T recopt zec o« tre apreraoned Hast, Gl e e 1l ~ racopnizerd

wrer rel zed
m) Income allocation
<o e o uaresticied i vesert accou © oders  aroteted onthe bars of ther dary Daences © moportion T e e ) 1 e
n} Fduciary assets
The Greotds € en13 partaipete 0 COMPO @e ard ea 5.a0 Wast Mg 08 Asets Lo d R IST 0 2 TCUCTy CaoA ™Y ™ Eoet HOm Wit *nese
fivest nan's are Not eated o5 1sets oF the G oLp and accordingly, cie no 1 cude 6 the concoucated belia te srae
o) Foreign currencies
Pansuc 07 7oore g Corendes a @ deokec n US ¢o'ers s g the foreig , exct 1ige rate preve g OF e L Ansacion cate Mardty v acets

3 A ey v meg crrende ae trersated o US colasat 1ie reves of exckar 1€ rEvaliig at tie paance shest gece Ay F OF GSSCy
L ERer 1 21e Cotsolicatel Stetenient o 1 are
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2 Significant Accounting Policies continued

p) Cash and cash equivalents

Cah and zash eq §valerts comprice cas 1 11¢ balances wiz 1 )37k arc ¢ e flom finaica a8 I eNs Met i »z s e 100 s fiom the
da‘e of aind»toe

q) Employee and of service benefits

The {roup Jrcactes ict erd of »ervice berefts 10 s employees ~ititiement 1o *heve benefs s Dasec Lpor e emp oyeeyler gt of ~eivice
370 e comiple on af 2 mniru T sarvice perae Tie expecter costs of these berefts i+ 1 ueq over e period of errployren.

ry Zakat

T ncoreance At A nce 390 prag 4o of s Artdes 6F Sesiis

son, the Bar s oot rec red 1 pav Zikat ar boraf of 2s viarer o dens

Qe T B regnred to Qradate 20C rotify Crcem aseporate re oot v dod haoholuer. ot trar pro rote v e ot the Zab o

payive anours Fe S amab Supervsory Boare approves these talrulat ons

s} Taxauon ©
There s 1o fa. 00 corsorate « 1o e 0 the Kngdom of Safwar Taxd@on On oversets GPellIons DV 00 I 4l Oroarie wih e 1o

regulat 07c of *1e =osnecr ve coant 108 1w ch e Growd operaes 31 b dluced i 1o accoraar ang comol catec wone Taterre it

t} Trade date accounung

i
Al gt iy 01 Grases and saes oF N 2rets ave cecogrizec or trade cate, e e cate thet the Grotp contract Te ok ase o
deliver thi geees Reguam vay Pur Pases or sales are 5 renases o e ot nacanl assets <+ at requine delivery of assets wr e e tiese fiame

gerercly st ec oy rrglder o ar coar i n the mardlet o ove

u} Offsetung

S Ilatalkc}

cle and firanaal tablass are oy ofsa, 3¢ e nel amour s resered r tre corsoldatec baance sheet, aner there s alegal,
enforceable bt 0 et oF the recogn o amour § 2od e Groud tencs 10 eher sette o1 A ret bass, o e tal ze he asset #oc settle the

Fro e smolitarecusy
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Notes to the Consolidated Financial Statements continued
2 xerser 2003

3 Subsidiary Companies '
The folaamg 1@ tre praina oD ares o the dank, wouc ze corsoldited s Tese 171l “ater e s
Year of Country of
Subsidiary Ownership incorporation Incorporation
Crescent Capial Invesunents, Inc (CCH) 10714 g7 Urite ¢ Sraton
CChy o activ ey 17 To A0SR Ivestent opportLs t e - e Urted $tatec
0 ot the perforrarce oF he 2t e Gmpanics o bob it of tee
ank @t mvestors
First Islamic Invesument Management Limited {FHIML) 10035 1997 Cayman ez ~ds
FIMEE ma ccleny 5.0 mantar ard marage e nooss of accour: of tre
nvesthn, seticle co ndanes credted O CoTpOrag T vessrents,
rea estdle ae other ™ estnrenl 2t tes
First Islamic Invesunent Holdings Linited (FHHL) 10095 1998 Cayman klz~ds
THHL s man purnose 151 ~a d the Bark’s share n coroorate
N reat eslate mvestments
First Islamic Structured Finance Limited (FISFL) 10025 1998 Tayman sl ds
TSl ram acty ty s Lo struc.ure lam caly acteptab e enaang facir es
First islamic Investment Funding Linuted (FHFL) 100% 1998 Cayman kiads
TP 15 tme ro ding comnany o FISFL, s man cctivities ave 10 source rea estate
Hed ™ G $T0NG TG et Investnen. DN g acvi s
Crescent Caprtal Investments (Europe) Limited (CCIE) 10032, 2003 driteg Knpeorm
CCES i act viies are "0 St Mvestiy ent apaortL™ oy~ ELrope
N e UCzd e oritor <he sevfor=arce of tie acgui=d co npan e
o bemafof Lie Baw aag mvestons
4 Due from Financial Institutions
Sefl Lroec fes rete 4~vncar Teid
2003 ety 2003 2 2003 2502
USS$ *000 USE 'Quo USS$ 000 JIR WD USS$ 000 JRE
Covmoesy Miranaha 120,840 92250 140,623 2342 261,463 3,692
Lo oo red Oty (39) 1) (45) &) (84) i
. 120,801 9245 140,578 23433 261,379 32679
~ostrent ~ Mudarabe - - 26,802 52733 26,802 52733
120,801 9245 167,380 76216 288,181 85407

Self faargad rep osons Murmabaha ord Mucarana frercec excluse ely by 1me Groun, whi s jont v dnanced baances ar ose francod oy the
Group and unrestr cted mvestmers acco. s The e 'ecove profi 7eturn on trese belarces as of 31 Decenoe - 2003 war 1% 0002 2058

The weosiment i Mudercna res resenis TR TIEW L WERIN e ~ts Wi S mad” frarca wstiuean and can oe witheraer o~ demard witnolt pena (8%
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5 Receivables
2003 R
Bore US$ '000 Y]

Receivedle  ind prepayments . 54 84,673 . 83920
Notes ece vable 5b 19,448 12,065
Jue tror o vester ComMnIn gy 3¢ 143,898 165,735

248,019 201,280

a) Recewables and Prepayments
2003 2
US$ "000 Sy 3
Sabwo 1mtior e vable 43,643 GAl7z
Menageen © anc other foes e vable 6,921 2G4

Trepud e4penees 2,650 74
Croers 31,459 13.9%7
84,673 83929

Subsc s ruccvable eer s e oant oo o dion s for parto pation ~ e Trowss anestmiert produdts These are ypinaly coectec
ncle siort o w d antl wue smie are colatere ized oy the uree Tying ravestirent assels which e oy 21isfro 190 the Cier, Lron e pt
o Cal Sraw Patrane Agen aonty oirstal ding fo oven aX nontts are revorae, e mvesottUiestiled @ d the recenai redieser. g

b oker 3gc 1o e TUlly meversed

Fragemer s 116 (her tees rece vable teprese  ar ol s due frore clents cvayrent M0lCig (o aries Or e PrOvSIO™ OF Midnagerraat &
BCNTIHE Ve servCe, O Deforra e fees e rtec 1 the GInuan's corporite ant real 85 wre westirent o -

R A

raduced mecer Others s an amours of JSSTES pylen (2002 ~ 1 renresering e Groap’s sieme Peld nan e crow accowl twonte Tom v
*he namial se e of a corporite nvescren This emci vl e collecier upon tie ~iteartion of certar temms anc cand tions 1 § duli ad =

Yooy Agreerte

b} Notes Recevable
2003 G
Mo US$ '000 500

S ayen Stoc I cent ve Program - 560 2,931 3186
rvestnre ot incert ve Program 5503 16517 RO

19,448 12,054
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5 Receivables contnued
b} Notes Receivable ccns u-d

i Eeapleyee Stock weertie Progrong,

Notes to the Consolidated Financial Statements continued

31 December 2003

An empayee stock ncentive progren 1 aporoved oy Lhe Sahra o Monetsy Agety wi estalisnec 11 199 wl eveby ellgne e ilovee

W e SVet T OO Y 10 2 cure snates o the Bank T ere are -4 eqpne eivpoyees for the soreine 16 of 31 Decerrme 2003 12307 94

Tie Bi~e s cusd 250

fortle wcca o of Tie sharts, at ero-(os* o emplovees Tre Berv <ecares such urde by ascgnre st of “ese shares

ai  iveshinent oente Frogrn

000 oy shares (2002 1 2500003 to an enloves t s estlichen “or tric pur, ose ane bes proviced funarg

tigtle emrployecs ae grer the 0opont.nty 10 patcpaie = rnestments ataeged Dy the Gro o T pa maparss a7¢ sovded mtr

zerc-cost Fands wam e Bl dor 17 purpose 1o B weoures suen Lo by ass gniment of trese mvedtime irs

¢} Due From Investee Companies

2003 2302

Us$ "000 AL SN

Commiag ty Muranaha 145,138 136,415
oss eferred yofrs {1,240) (@7%)

143,898

e Td
’U,)‘x_bO

The efectne profretum on these belarces as of 31 Decenber 2303 wes equvaent o a return of 59% (2002 7 3%)
6 Available-for-saie Investments
These cre U guatee Avestre ts, 18l am *he ~teatior of cale and o neree Jdassif e as avaran ‘orsae
2003 2002
Mote US$ ‘000 Vg adu
Cornorile nvestmien éa 200,480 192,235
e etile o &s5e1-0aceC vestme it ~b 66,212 23202

266,692
26,482
(37,246)

o
(el

31 value adjustire .,

2o SO

o
[¢]

217437

16,998

255,928

o, IO
781

224,654
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é Available-for-sale Investments continued i
a) Corporate investments
Cormerile mvestments <iaed i o5 a1e as folovs

2003
US$ 000

-
2%

SRS

Destunauon Quidoors, Inc (DO
SO aleacing v arufaciur e oF Mut Doty 1acks, rac< cessores for autor oby e,
kayaks ane padde sport cccessories DO s Peactuaarterec n A g, Colotie

Smart Document Solutions, LLC {Smarg)

Srart s A leacirg srovder o nec 2l records reease of ~torncatior (PG servees in the Uy ed Seates

Sriart s mexdquarte ed A praretla, Georga

Cirrus Industrtes, Inc (Cirrus)

Corus ¢ the sacone langest reanufaciurer of single ery re o ston-powerac,

seneral avizt on arcrafir e worle nozdquartered ~ Du ik, Manesota

DVT Corporauon (DVT)
AT s 2 leading provcar & roCt e v I0a 0 LTINS 10 e austt & nar e 20

T s locetes i Ao, Geory 3

Transportavon Safety Technologies, Inc (TST)

TS™ s the eading ~iartacia er of sneqally © eC1Ca compone” s ana salety D7 acs

or 17 1RMet vl pdusey i Noth Arerca TST & o sed o Irdian ipods, naizna
B.R Lee Industries, Inc. (B.R Lee)
SR L s o gad ng manuactoer of Cor v aeicd Davl € 27G 0ed Bpar 8¢ 1 p e,
focatee m Denve s o2 Carpng

s’
Cartbou Coffee Company, Inc (Caribou)
Cambou e secand asgest non fenchised specafty co®ee hoase ¢hism v e Urine
Fecccaaerad 1 Mnneapo » Miraesota
American Pad & Paper, LLC (Ampad)
Arped € one of e amges mans etorors ane disribe.e s of e onely rardec

2 Gorivabe abel pape ced offce oG acs based 1 P, fenas

Medifax EDI, Inc. (Medifax)

TS,

Medifax A ledon g Y ovder oF o O 1 IOCeSING Seruces to e ieak 1 e noucy

Feadc iariemed in M le le nesses with ofices 1 Lo ar geles, Cotfry

106,275

28,346

23,256

11,875

9,571

8,147

7,511

2,783

2,716

L3N0

23739

e
8,10

3243

200,480
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Notes to the Consolidated Financial Statements continued
21 Decemper 2003

6. Available-for-sale Investments conunued
b) Real Estate and Asset-Based Investments con ~sed

Rey esfdte o] o2 18eC TIvestIrents slaleC 3t Cont 2re 28 iolows

2003
US$ 000

ey
20732

JSh 270

Montrose

21,758

Aot o of lease {1or0) ~rerests 1 21 arera®t operited oy Bt sh Arways, Ay Caracdiane Bri Ay,

\
~

1 @ hance weh Montrace & Comzany Iterr auory, LLC, an «fthare of Bask of Arcesicn N A ard aleung

e e i th e socandar ;v axet

Shurgard
Teveloprent of selfsorage ol es ac 0ss Furope 11 alance w b Shurgard Burope,
2 3 | 3

the avgost cave 008, owne” 2 d operaror of ses.orage faci tes ~ Forooe

Sunrise USA
Assisled g pooperlies 1 ocherce with Sunise Ser or Living Irc tie argest provics

of serorly g servicgs 1 the United States

Prologis

~eoseel dwtrbulan g tes 0 a ~urber of diffierart locations acress the U ted States - cllance
witn Prot opis Tr sz, a teac ry global provice, of ntegmatec dsetbut o~ facizes and sevee

Zephyr
Deveoprent ard ope @ or ¢F wand ‘amy 1 e Untee Kinguomn ol e

el ongleficld Cepral & o KWL nrogy Pe
Multifaruly
MU sy cronemLes iy abanee wch Arcrtoe Snoate, v lesder 1 the covelo e

e oper sy o of rultYen iy resdential propertes ~ b e Uritee Sta &

Cthers

1

Thic sepresente the Group's shase of 1ea estate nvestnenss of less than USH2 milion eacn

1,557

10,952

6,585

6,396

5,633

3,351

5,754

7548

7004

4,794

2,093

66,212

25,202

First Istarmic Investment Bank Annual Report 2003 53



Notes to the Consolidated Financial Statements continued
3 Decerrne 2003

8 Due to Financial and Other Institutions
2003 2w
US$ '000 € UR

Due to financial insututions-
Sydhicatee Murabah: 100,086 150,053
Morabira 171,574 136919

271,660 236972

Due to other insttutions
Mot abia 48,268 27

‘ 319,928 25749

Syrdhicates Murabine represenit nsec amed ¢ amres from s sr dica ¢ of Tarncal raalaao sobe ced dur i 2001 ond carry eovenan s tor

Invicton or o vdesds, ~surerce and guererages The eleclve wolt el as of 3 Decenber 2003 was 2 274 Q007 F8%) and s mere winle o0 A

$x mont~ y naus with a fra mawry cate of 74 une 2004

2

Murabe~a ng wde vanions short-te n ursecured Daances mawnrz with~ 3 1o 2 nhontes Tre efective arof return as o 31 Decencber 2003

z
was | 5% (2u02 2 7%)

9 Medium-Term Sukuk

Suk .~ represent ownership of units of equal velue (bonds) a~d are egste.ed i tre martes of tre ~ades 03 e 0ass 0F ther ur dw cec

ownens ptherer Returns are nased on the perceroze of ovnershis, ard as per tre Mudarane sycemert

Anceants cusar s mesmesert he ol eean ~ed umi-ery aclies

2003 Kz
Cny US$ °000 3 000
ARSAEN A May 2006 56,500
SIRSAN B May 2008 46,500

113,000

175tk am ¢ Regvered Seaor Arr a1 Notes (HROAN), were suad cuamg the year compas g FIPSAN A 2 FIRSAN B FIRSAN A caries &
proecit squnaent to ¢ mate o0 0% over LBCR witn 2 oo rate of 500%, whre FIRSAN B carmer a prot e a tu aate of 22%% ovar | BGR

w1500 rae of U0

The e ursecured 2008 (a7 1y cover ants re dhing 1o na~erance of rornm sapias acequacy ord ever ege ot fvirmatio o avde e
Mo 300 3¢ s astses

10 Other Liabilities

2003 20
US$ 000 J3p R

Accrwed erpenses 14,127 & 337
Treciors remtunerst 00 1,128 Q00
Une stnnateds ¢naray fuags 1,185 830

Giherss 561 494
17,001 ¢ 16l
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11 Unrestricted Investment Accounts
Lnr e (12 I vest ren® 2 cor s are unes meld oy 10s Grows, anch * caimeesl comrmieaty Mumaodl @ rece s e one Midaaba eamier s

socave dincer o Tie Croup does not Jharge 103 ugenerr. (Muca h) %ees (o L et e nvestment acconnt hodeers The 2 fectve o7t

ret it vestors for he year was u93% 12502 143%)

12 Share Capital

R 2003 2702
US$ '000 SNY]

Authorized
PR 000000 ardnery shares of LS50 eac 150,000 152000

s maeorg me ¢ or 15 Jecerber 2003 the Roard of Directons reso ved 1o recarmenc ar crease n the ot ored share capila of he
Bark frors 15003000 oo rary shores of USHIO ecen 10 40000005 o arary shares o USHED eacn This recormescation wil oe puc ot e

Ar- al General Meaelrg ‘or stareho ders’ approvel

¥
2003 PNELS
US$ '000 3 YN

Issued and fully paid up
11,250,000 {2052 11.250000) ordnary shares of USS10 each 112,500 112560

Proposed dividends

A orader d

e merTg 5% of tre padan opitas of the Bane, or USSE sl ner s are bas beer proposed by de Boav o Drecers arc will e
aulaiy itted or forma pprov 1 tre 2004 Annudl Gene 1 Meett g

13 Reserves

a) Share premwum

Arrog it colec ed o exces o the et value 0, Te s ued share caoity cuing any ner s ue o shires, ret of 13t e exner <es are meared as
chare e mie T emoun s o witlasle fior dist beeensat ainoe uiized a5 sip datec e Ba var Corrercar Corperies Law

b} Stawtory reserve

The Bira - Comurecia Compan e Liy anc *he dank's A~ cle, of Assac suon equie 109 of te net ncome 'on the year 10 be iz “erred
‘o be sty mesenve Toe Bakiray rescve to diccorirue sud anrdal ravsters wren the tecerve totals 3072 o the neued <rare ¢an al
The rescrve 151 ot cistroudane Dat o1 e L lized 35 seC oty “or tre pal dose of @ str aatior » suce 7irc imsta nees 45 st slec 1 the

Sahra Commsenigl Comsires Laa g d otrer 3, plcele starucry mepn mions

¢} Investment fair value reserve
~ e

VB4 T e 11 viLe reserve represeris Lrreal 76 revalua’ 01 2a 7S Or avalaD @ tor-sa'e investierne T recer ve s dish B atan— 1 pon e
reazet 51 whick taces ace eithes 3t v 2 of &t ial exm o placsrent wet the Barks nvesto



Notes to the Consolidated Financial Statements continued
31 Deceroer 2003

N

14 Related Party Transactions
Jur o7 he conrse of 102 Grouns inves e acty® =500 Do7ten o *ie pvee » L anking O e arigs om0 3 53T 0% W oM Ranie”
over amch te Growo sxerts agrifcas plaerce and weh otrer re atea parties suc 1 3s ¢-aveho deis, Crecors g vicers,shet fars ies &nlfor

compart=s of whic ey are pimona’ owners
. /
A e 1 Ol &LCws 1N e placereni rrome e aamed 1 Tie Group' frarsaclions voth surh re ied Darties i the ordinaly o e o’

B i A sig G AL DG S o OF Maldgernien’ ©8% nd 1O G INTOMme ol e~ L0 IVesiee LOMmpa € ™ rexdect ol e Croup i hagemien
o adreinsiratve services @ d 1hanerg <ansen

Altreugs 1e3e €O npen o5 are wonsider e elared pr e e Group e miters 2 marage these cmariss o1 e of it ents, wbo e
By ane farge toud pawos ard wre e ecomor © et o5 o the urder yig reest e, Conietant ythe tie naure " *he Groo o'

S AN G 1 it Taose campaa e effecivey corductoe o conmeer gl Termys srd conaitens Sodb terms and condtion, 17e adraved 3y 1
ASocrd of Directors

D XDENGS, N 1T HOTTE T NG 16 = an6act o st relamed nirtes, nracly v he form of ooeratir g edemes, ae 10t s 2y fean”

The clemad pry s imces aducad ir trese 2orsol dired franasl statersents « ¢ a3 forows

2003 2aG2

Shareholders Directors Others Total Gl
US$ ’000 Uss 000 Uss’600 US3°000 5%

Assets
Recen les 26,189 259 191,729 218,177 32 Qe

Liabilies
Orher lad ues - 1,128 433 1,611 4471
Lnreslr cled nvert nen® 37.0un's 34,809 661 93,994 129,484 43626

15 Risk Management ’
CUPS GeCIs 0717 o1 g RIacess Var D5 rMaagemen. (ormivees, 2

1Y ragereen . Grawn tom sl key crexs o the

/

Rek v arageert € o slegra Dt of e C

IR 17 E eSO Geh &
TOLD. e & st v U overal s agement o the Gron D% belarce sreet ok

a) bLiguidity Risk

_CHIG Y sk s e meok Pat be Croud v be wiad e 1o Mect o lemilit e aner trey fal doe Lguicty mise Lar be ceutec by marce. cisruplicr o
cred t Loargrades which Py npact certan <owces of fund g To miigite s e aneger et e diver sied T eng soun es A g ety se
1 agec witn bguidty O nind, aintanrg & adecate Dalince ©f 7801 206 Caon e aents

The fol'cwing ten e cartr arzes e 1wt g 'y rofds 90 hes Growp’s asiets ang Tamils es based ¢ 1 conuracradd redaynen antangeirenls The
mtLr Bes OF assets and ank T e o balorce shee dute heve neen dete trined or the nisis of e venriring Cordral 4, or o Matun Ty poreg

SOr S ST, recon an e e deterntined on the bas s of Tier exoecter (o lechon cates Mty o ode Tor avanabe or sdde vestneents a e
o) of ahered esat Cates
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15 Risk Management continued ‘
a} Ligudity Risk comtmue=c

The v -cut 'y yofle o awe ¢ @t uenime
15 4t 31 Dere nner 7803 5 ac folows pts e} 3e b 5 memee o 3 S
Total Lot nho no t°s e ynar v 3 erarsy

US$ '000 USK0un UsE Que USE 00 Uss o0 UsE 307 S U

Assets

Cashy and »ilerces wth marks 18,596 184594 - - - - -

Doe frer A el nstit tions 288,181 288 .8 - . - -

Recovanles 248,019 1952 47 105 - 1898 15473 823.3

Awavab e-orsale ryesierts 255,928 - 107 2579 /5999 £8 805 129 801

Orher zzsets 7,236 - 0% - 374 & 755

TJotal assets 817,960 308729 57942 079 877 17354, 218185

Liabilities, Unrestricted Investment
Accounts and Equity

Liabihues -
Tue 1o fingrca and omer rabions 319,928 66 328 3485 161935 7479 - -
Meduredent suxak , 113,000 - - - . 64,500 44,500
Ocher a1 ey 17,001 - 14804 38 - 1316 -
Total habilities 449,929 &4 325 93989 165 3.7 7479 5314 46,500
L isstr teoc st nene wcounits 162,306 . RIS 1848 73047
Ity 205,725 16875 - 188,850
Toral habtlives, unrestricted

investment accounts and equity 817,960 6328 0 200280 145, 65 7479 68316 310392
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I5 Risk Management continued
¢} Concentration Risk

Corcemalio  “lok d'18es when 3 ber of counter i o6 a8 £1¢e e IN St 3 bus hese act vities oY aClviies 1 e SaMie geofi i region
or have s "ulet econonic fexiures tat woud caose ‘ner anil Ty 10 meet contlaclax oblgat uns 1o be simiany afected oy (marges 1 ecoror o,
policid o o'be conatens o cemtiat o rsk mdicates tre re stive sersitivity of tre Graups perarranre 1o developments affecing a

P UC1 A7 1€ 15ty OF ge0z7an ¢ focatior

2003

.
0157

Luabthties and
unrestricted
investment

Assets accounts
uss '000 US$ '000

Sy

Saets

«, Y
b 000

Lenite ard
rrectr o
st M

At

S 0

Goovriaphe region

Micele Eest 262,179 495,974 42877 268,63
Lrode I2I,8&l 85,029 7433 2471
No™M Ame 0 471,206 31,232 3724888 3352
855,206 612,235 533203 343620
IO o NS 37,246 - 9./81
817,960 612,235 52%422 M3weh
LSV RO
Merufacur g 289,651 , 17,821  245(M3
Services 51,066 13,944 443 = -
lechr o ogy 31,675 - 22055
Kei edste 61,993 58,007 34163 4450
Bankir € ¢ > franc ol rteatio s 321,202 304,169 GG Jis PRVPRY
Aviatior ! 23,i51 - 3738
O hete 76,468 218,294 43524 31927
855,206 612,235 533.0, 334k
25 MOV LSS 37,246 - G 78| .

817,960 612,235

330

Acat 3 Decerrber U032 the Grown hed agrific: tepo ries 1o Jestnimon Oatdorr s, v Crrgs Inductr o Fig, ane 3R Lee

Ihese oxoo 10 et e nch ded »~ Notes 3¢ e &
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Notes to the Consolidated Financial Statements continued

31 Decerrber 2003

15 Risk Management contnued
d) Profic Return Risk
Srout et i rsk ah a®3 TON e DOsI Ty At changes e Droflretdr wo L arec e Jdue o eoal nstorer s

The Growp = e<posed Lo o tiofs returr siw 19 a es s of crange =~ ine Maees proitab b7y sela =g to cue fromto f~anc 4 g 12 o s due

TOM hestes (OMperie 116 evilable-forsdle vestments The sioft return ris<re ating Lo dve ror francisl o stitutiors w pr vl minpeced Ly
rol erer games deac whers “he srart et 5 fxed o more than one vear I acdimion, *he Grotp condudts 1o Dk ~ess v s Ume garety ¢ ed
Iraestment €Nt Folders 23%C o1 e i e ec of e Mucaralia cormrwe oy vhidk tre rvestmiert account boders shave the prob o lose

mace oy he Groap over a qver per o Tre Groud montors orof* ret ar i and adjuste it Matunity ~roctiie o vz e e atec 1ok

e} Foraign Curtency Risk
[he maers, o the G oupa busres. s conductec ~ US colas Hoaever corman avilable-te sde mvestneents anc other frorca Y vets and

Fib ey are inathes curences ard gve mise to fo oigr Grrenoy sk

7

The: Group nad the ol oarng sigmficant 1o eigr careney exons . 8s « 7ha balor ce shee dete

2003 A
Assers  Liabilities Net Anes 142 UL Y
US$ ’000 Us$ ’000 Uss§ 000 PEREN 4 PRI Jst 020

98,215 58,491 39,724 7,340 41158 &R
oLy sering 43,465 42,116 1,349 PG HED 16678 (5573
Orher carrencies 612 2 610 bo | Sol

142,292 100,609 41,683 124021 57837 A6, 154

16 FairValue of Financial Instruments
The =dmated far vilue o the Glogya menta ~errments ae nos sgn fcanoy aiffer st from =nse oo« v se< s~ 1t 1 bdlance shee, dae
TarTIeLMDIe e e s Wi (11 y g va e of 1SS Qe e Jon 2002 8555y v Loy e warried at ces. The crectans oe eva dhat he

carying vt e of Lieve mwedmenie 2iner apyox e a1 vive 97 the varia ity e angs of reaco uble far v e esimaes 1 sC gest by

dist occne of sunh mace anl ne rrileacs ¢

17 Earnings and Expenses Prohibited by Shari’ah
The Bank *eceves rreres 1om Cepass 2 aces witr e Banran Monerary Age wy An¢ other e el deposits These 21 ings are utl zec

R

exutsvely ‘or Cratlab e puroeses 3¢ amowat 10 LSS22 706 ‘or the vear {2002 USS309,34 %

18 Shari’ah Supervisory Board

The Bank's S am'ah Suoervaony Buara cons s of ree s ar o sole< vwio meview e Croups <omplance wien genelel Shati b > mas es ard
A e e, Wi and guicel e piued Thet revievy rdaces excm vt on of evdence reatirg 1 e cotLner s on and MGeed mex,

200y e Groan 1o ene e that s shiatie s a0 cone cren acordar ce wtt 1 avie Sha 2t prer ole

19 Social Responsibility

The Group o e ges ts oca 20 bites hiowgh Congt o 15 Clartable aares wd o ganizat ors

20 Comparative Figures
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rot atec drevion yreseTed netincorte o Faeholcer T equity

-

First Islamic Investment Bank Annual Report 2003 6]




62

Board of Directors

Mohammed Abdulaziz Aljomaih Chairman

Vice Chairman and Executive Vice President. Aljomaih
Holcing Co, a major business enferprise n the Kingdom of
Sada: Arapia representing General Motors, Yokohama, Peps,
Cola Shell MAN and Fiat-Alis among others

Abdulaziz Hamad Aljomaih Vice Chairman 2%
Assistant Vice President Ajoman Holdng Co., Sauds Arabia

Mohamed Abdullah Al-Zamil

Chnarman AH Al-Zamil Group of Companies Banran and
Saud: Atabia, Baru ain Islamic Bank BS C Vice Chanman Guilt
Unron Insurance & Rensarance Co Member of the Board of
Directors Investcorp Bark EC, General Organization ‘or
Socal insurance, Saudi Cement Co Saud. Arabia Imtemational
Msuletion Materials Co (Bl Benhaw: Al-Zamul) SAF, Carro,
A Barque SA, Paris

Ghazi Fahad Alnafisi

Cnanman and Managng Director Salha Redl kstate
Coinpany KSC, Kuwar Crarman Kawait Hote' Owners
Associaton Vice Charman Azzad Caterng & Services Co,
Kuwait Co-Fourder and Vica Chan man Indenendent
Petroieum Group sax, Kuwarn Co-Founder and Member ot
tre Boerd of Directors Guif Internaticrar Properties, Bahrain,
Kuwart Packing Materals Manu‘acraring Co. KSC, Kuwait

Mohammed Bin Humooda /"

Exewstve Drrector Abu Dhabi investument Author ity
Crairman Islamic Finance Consuiltants (E C ), Bahrain
Member Federal Nauonal Council, United Arab Emirates
Memper of the Boara of Directors Abu Dhabr Islamic Bark,
Abu Dhabr Investment Company, Thuraya Satelite
Telecormurications Company, Gereral Authorny for Health
Serv ces ‘or the Emirate of Abu Dhab,

Abdulrahman Abdulaziz Al-Muhanna

Marnaging Director Al-Mara, Company Ltd, Saudi Arabia
Member of the Boara of Directors Al Mara, Company Lxc,
Arasco, Tabuk Agriculture Company, and vaiious commercial
establsnmerts in Riyadh, Saudi Arabia

Ayman Ismail Abudawood

Vice President Ismail A Abudawooc Traaing Company {1a,
Saudi Aribia, the exclusive pa ter of Procter & Gamole for
1is Jocal dstribution and manafacaring actvibies The company
also represerts othe” brangs such as Clo. ox, Quaker and a
number of Americar and other mutinaional corporations
Mr Abudawood 1 eddrtionally i charge of the groups foreigr
Im estment activities

Abdulla Abdullatif Al-Fozan

Member of the Boara of Drectors Abdu'al” & Moarmec
Al-Fozan Co, Abdulief A Al-Fozan & Sons Co, Abde latd &
Mohamined Al-Fozan Development Co, Al-Fozen Wood
Indusuies Co, Al-Fozan Swee: Irdusines Co Arnon Plastc
Industrnies Co Bulding & Construcuon Co, Unitec
ransforme s Flectrical Co 'UTEC, United Eiecronies Co
“Extra” Ai-Aula Real Estate Development Co, Amab Paper
Manufactuning Co, Guif Un on Insumance Co Dinat ran Expo
Co, Ai-Farabr Petrochenticai Co

Khalid Thani A. Al-Thani

Chairman Qatar Rea Estate mvestment Ce. AXIS
Engineering & Mechanicat Co (Oil ana Gas), Orientals
Enterprises (Conractors & Engineers) Cantirenital Tour sm
Network Qatar Biitish Assocauon of Businessmen, Qatar
Korean Frendship Association Vice Chairman & Managing
Drrector Thani Bin Abduilz Housing Group Mar.zgng
Drector & Charrman Executive Committee Qetar
International Islam'c Bark Ch e* Execunve & Board Merber
Qatar slarmic Insurance Co Boare Drector Al-Ah Hospital
Co Vice Charman Dot Secuues Marxet

Dr. Khalid Mohammed Boodai @

President Horizon Management Consuturg, Kuwart Member
o the Board of Directors Inteimenonal Turnxey Svsterrs
Company, Egucatrona Services Company Memner Supreme
Petroleun Councl, Kuwait, Accounnrg & Audit ag Councet
for Isiamic Banks and 7 nancial Instirutions, Bahrair

Hamed Ahmed Al-Hamed
Deputy General Manager Abu Dhan Investment Company

Atif A. Abdulmalik ¢

Chief Bxecative Officer Fust slam.¢ Investment Bark, EC
One of the founcers o First Islamic previously

Mr Apduimalik was with tvestcorp Bank EC







6 Available-forsale Investments continued

¢} Fair value adjustments ’
' 2003 2502
. Uss$ 000 IS G
3aance at e nog m g of tre veu ' 16,998 -
. 1
Tar sadue ad) stncents ‘o tae yeor 11,889 6e.9us
et caized gan - {2,405) -
| SN
Balance at the end of the year 26,482 6,008

The far vate aqustmens as of 3 Decar-ber 2002 was wrenious v ~cacad in retarec 2a ~gs ard nas Deen reclsss ied 1o marstnrent far

SRR 23

wi've rese ve i the staement o changes n equity This eacrge v as rot affected resvectiey

d) Provisions
' 1003 pe)
US$ '009 Jrp 00
Baance 3 U e ney nog cf tre voar 9,781 £./81
Chrge O e yer” 22,500 34000
Orhere g 4,965
Balance at the end of the year 37,246 9,78

v

7 Assets under Management
Asgel e mansgeme it @ balarce steet dete are 1o o lows

2003 G2

l. US$ mitlion St s

Propr etary ! 411 3,3
C e~ 3,157 2,394
: 3,568 2207

f

The »onmerar; assrt e ~Cdue 0 the convaidomed e ie seet, whie Cient asets whch are ravaged » e ctary oy wih ot e ot

reco g o the Groo o, a e not duded e comsalcatee baanea Ut eot
. !
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